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In the Matter of

Amerlted\l .ubmlts theM COINMfttiln NIpOftIe to the Commlulon'.

notice of propo.ed rulemaJdna In the abow dodcet.2 Amerltech IUpports the

COnunl8l1on'l propoled rule chanpIcon~the rate base treatment of plant

under exmltrudlon. Althoush the propoeaIl. not what Amerltech had requested

in its petition for rulema1dng,s the CommIIIIaI\'I propoeaI nonetheleu alleviates

the deftdeney of the current method that Amerltech sought to correct by its

petition.

The C\UT8nt ~tment of Ions-term plant under mutrudlon

undercompeneatel the carrler £or itllnvestrnel\t. Thil "capltalizadon method"

exclude8lOft1.-m plant under construedon from the rate bale but capitallzel an

allowance fur interest on the plant (NAFUDC") by Indudlns1t In the COlt of

construction. Theoretlc:a11y, the capitalization of AFUDC should permit the

carrier to remver the COlt of capitallllOdated with the ronatruetlon during the

2 In tIw ....gf1)c jgpunINpI.....Twlnwltlqr thcAIIppJg fpr
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period that the hweetmel\t wu exdudld from the rate bale. However,"
Amerlteeh pointed out in Ita petltkm, in~ cspitallDtlon 01 AFt1DC at

only the prime rate lor later Indusloft In the ra. bale, the current ru1eI preclude

earrlen from recoverl1\g aU of the eDIt of ta\ItrUctlon IInoe long-term

eonmuctJon 11 finana!d by both debt utd equity.

The CcmunIeaion'. propoeal- tNt rmmue requirement offIet method 

addre.... that problem by lftducUDs plant \Utder COI\ItI'Udfon In the rate bale,

thus permitting the carrier to eam on itllm.b1teftt Immediately. In addition,

the proposal II consiatent with GAAP b\ that APUDC would be capitalized at the

embedded COlt of debt rather than at the prime rate.

Amerited\ .upports the CommiIIlcm'. propoeal U providing a

mechanism for the carrier to recover C08tI UIOdated with CONtruetlon that Is

mnslatent with GAAP.
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